
COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of I 

APPLICATION OF NOLIN RURAL ELECTRIC ) 
COOPERATIVE CORPORATION CONCERNINQ ) CASE NO. 94-402 
EXISTINO RATES 1 

ORDER 
On December 7, 1994, Nolin Rural Electric Cooperative 

Corporation (ItNolin RECCn) applied for authority to retain revenues 

reeulting from a reduction in ita wholaeale power coate and for 

releaee from ita obligation to rotate capital credite to ita 

members for all total margin8 in exceee of a 1.5 Times Intereet 

Earnings Ratio (tuTIER1l) 

Nolin RECC ie a consumer-owned rural electric cooperative 

organized pureuant to KRS Chapter 279 and engaged in the 

dietribution and eale of electric energy to approximately 22,766 

cuetomere in Breckinridge, Qrayoon, Qreen, Hardin, Hart, LaRue, 

Meads and Taylor countiee. 

On November 21, 1994, Nolin RECC’e wholeeale power eupplier, 

Eaet Kentucky Power Cooperative (ltEKPCn), applied to the Commieeion 

for authority to adjuet ita baeic ratee to ita member dietribution 

cooperativee to reduce ita annual revenue8 by approximately $28 

million. The Commieeion eubeequently ordarud EKPC to adjuet ita 

1 Came No. 90-064, The Notice of Nolin Rural Electric 
Cooperative Corporation’e Revieion to ita Electric Tariff8 
(Oct. 31, 1990). 



rates to reduce its annual revenues by $33,493,930.' As a result 

of these actions, Nolin RECC's purchased power coots will be 

reduced by approximately $2.3 million. 

The Attorney Qeneral intervened in this proceeding, but 

subsequently withdrew. A hearing was scheduled in this matter for 

August 18, 1995. Negotiations between Commiosion Staff and Nolin 

RECC were conducted prior to the scheduled hearing. As a result of 

these negotiations, a Settlement Agreement was executed and 

submitted to the Commission for its approval. 

Under the terms of this agreement, Nolin RECC will retain the 

full amount of the reduction in EKPC's wholesale rates. Its rates 

for retail service will be unaffected. Nolin RECC has agreed not 

to apply for any general rate adjustment for a period of one year 

and to continue to use all total margins in excess of a 1.5 TIER to 

rotate capital credits to its patrons. Nolin RECC has further 

agreed to contain its operating coats and to report to tha 

Cornmission annually on its capital credit retirement efforts. 

After careful review of the Settlement Agreement, the 

Commission finds that the Settlement Agreement's terms are 

reasonable. The Commission further finds that the Settlement 

Agreement is in the public interest and ehould be accepted. 

IT IS THEREFORE ORDERED that: 

1. The Settlement Agreement, appended hereto, is 

incorporated in this Order as if fully set forth herein. 

a Case No. 94-336, Application of East Kentucky Power 
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Cooperative, Inc. to Adjust Electric Rates (July 25, 1995). 



2. The terms and conditions set forth in the Settlement 

Agreement are adopted and approved. 

3. Nolin RECC shall file new tariffs raflacting the 

provisions of thin Order within 30 days of tha date of this Order. 

Dons at Frankfort, Kentucky, this 7th day of August, 1995. 

PUBLIC SERVICE ~ I S S I O N  
A 

ATTEST: 

Ddt& 
Executive Director 



APPENDIX 
APPENDIX TO AN ORDER OF THE KEYTUCKY PIIBlIC SERVICE 
COMMISSION IN CASE NO. 94-402 DATED AUGUST 7 ,  1995. 

BEFORE TI~E PUBLIC amtvrcn C O M M ~ I O N  
COMMONWEALTH OF I(ENmCXY 

RHCEIVr5 
JUL 10  199s 

In the Matter OLI WBClC SEHVICt 
COMMISSION 

APPLICATION OF NOLIN RURAL ELECTRIC ) 
COOPERATWE CORPORATION CONCPRNINO CABE NO. 94-401  
EXISTING RRTEB 1 

I3 TXXS AQREEMENT i 8  made and antered t h i m  & day of July, 1995,  

by and batwern tha BTAFF OF THP PUBLIC SERVICE COMUI881ON OF 

KENTUCKY (iiCommission Staff and NOLIN RORAL ELECTRIC COOPERATIVE 
CORPORATION, INC. ("NOlin RECC") . 

W I T N I B B E T H I  

THAT, WHEREAB, on Novembar a i ,  1904,  Eamt Uentuaky Powar 

Cooperativa (ilEXPC1tt &pplhd to thm Publia Sarviaa Commiraion in 
C a m  No. 94-336 for authority to adju8t i t o  br8ic rates to its 

member diatribution cooprrativem to reduae ito annual revenues by 

approxlmataly Baa rnillionr 

WERW, Nolin RECC is a mambar cooparativa o€ EXXI 

WHEREAS, EKPC'4 action would raduca Nolin RECC'U prirchara 

power coat8 approximately $1,934,0911 

to its temt pariod opmrationm which will rediae it8 baoic rates 

by a total of 833.2 million1 

WUEREAB, Nolin R$CC'8 purohsa power 00rt8 would ba reducad 

WHEREAS, EXPC rubeequantly agrsad to additional sdjumtmantr 

by approxlmataly 82,299,544 ao a rmrult o f  EKPC'8 amended 

appliaation~ 
1 



WHERRM. on Dacambar 7, 1994. Nolin lWCC applimd to tha 

public Service Commimmion for authority to retain in full BXPC'8 
raduation in wholesale power rate. and for roloamo 9- it8 

obligation under tho Publia Berviaa Commission's Ordar of Ootobar 
31, 1990 in Cam. No. SO-064 to mtatr orpita1 oroditm to itm 

mambaro for all total marpin. in axaamm of a l.6 T i m a s  Internot 

Earnins8 m t i o  (*TIERii) ; 

WHERELRB, the Attorney Olnsrml intervened in thim proceeding, 

but oubsquantly withdraw f m m  it; 
WxplPlpAB, no othar pmrmon ham intervanad as a party to thim 

procamding; and 

-, Nolin RECC and Commimmion 8t8ff haw disousaed 

Nolin RECC's applioation and raaohad agreement on all outmtmnding 
isoumm raised by it. 

N O W ,  THPRSFORE, bm it rO8OPVUd that: 

1. Nolin RECC and Conmiemion 8taff mutually 6-8 that all 
outstmnding i8muen rained in tbi8 procmsding 8hall be r080lvod by 

thin 8Ettlm~18nt Agreement. 

2. w o n  writtmn aoomptance of thim Settlamene Agreement by 
tha Publio Serviae Commlmmi.cn, Nolin M C C  ohall be autlaorinmd to 

rmtrln all of EKOC'm propomad roduation in purchaoe power cooto, 
or approxlmntmly $a,299,544. 

3. Bhould tha Public Berviae Commission ordar raduotions 

in EXPC'm rate. which arm groator than thonm to whioh EKBC hmn 
propomad (inoluding thooe to whiah it 8gresd in it. brim: in C u m  

NO. 91-3361, Nolin RECC mhall rsduo8 itm uurrmnt rmtmm to rmflmot 

a 

http://Commlmmi.cn


the differsnca betwsan che reduction which the Public Smrvioo 

Commiaeion ordered and that which EKPC ha8 agreed. 

reduction which the Public Service Commismion orders dose not 

exceed 107 percent of EKPC'e propo8ed raduction, however, then 

Nolin RECC .hall not be requirad to rodues its ratms. 

If the 

4. Within 1 0  day6 of the Public 9arvice cammimmion's final 

Ordar in Case No. 94-336,  Nolin RECC ehall f i l a  tariff sheets 

raflecting any rate adjustment which Paragraph 3 of thir 

Settlament Agraamsnt may requirm. Nolin RECC shall 8ubmit with 

theoe tariff ahaats all calculations and Workpapers which ware 
usad to determine tho naw rata.. 

5. For a8 long aa this Settlement Agreement ia in affect 
and Nolin RECC'u revenue requirements are daterminod hereunder, 

Nolin RECC agreso to use all total m8rginr'in excase of a 1.5 
TIER to rotate capital credits Go its patron8. 

determining total margine, Generating and Tranrmiosion margins 

shall be excluded. 

For purposes of 

6 .  For pUrpOCIe6 of datemining Nolin RECC's earnings and 

margins, rmferance will ba made to Nolin RECC'r Annual Report8 on 

file with the public Somica commimion with adjuetmenta to 

eliminate any coat that is not normally allqwed by the Publio 

Service Cornmiasion for rate-making purpo8as. TIER shall be 

calculated by exaluding Qenmrating and Tr~~8mi1meiOn Capital 

Crsdite. 
depreciation ratos which Nolin RECC proposed in it8 application, 
exclusivm of the component of those ratea which i8 intended to 

Depreciation exgensa ahall be calculated uoing the 

3 



recover thm dsprmoiatlon romarvo daficiency whiah Nolin RECC'm 

moat raaent daprsoiation mtudy raported. 

I ,  Whan raquirsd by thia Bcttlammnt Agraommnt to rotato 

ita capital oraditm, Nolin RECC a h a l l  mrka paymant o f  thare 

capital arsdicm to i t a  prtrons within 119 day0 of the clome of  

the calandar yaax in which ita total margin# axoaedod B 1.5 TIER 
unlaae relief is sought purouant to thm provision of paragraph ~4 

of this 8attlemant Agrammsnt within 60 d.ys o f  the o l o m  of the 

calendar year, 

8. In addition to any other reports required by thio 
Battlement Agrsammnt, Nolin RBCC shall, no lator than April 30 of 

each'year, eubrnit a writtan raport to the Publia Bervics 

Commieoion on tho atatus of  ita patronage capital credit 

rotation. 

9. For am long 81 thia Bettlomant Agrermmnt io in effoot 
and Nolin RECC'e rmvanus raquiremmnto are doteninad herounder, 

Nolin RECC acknowladgea that it will bs eubject to financial 

monitoring by Commiaeion E t a f f .  To facilitate that monitoring, 

Nolin RECC agree8 to provida, upon reroonablo notico, any 
financial etatemante nacamsary to ammure Commiesion Staff that 

refunds 09 Capital Crcditm are baing adminimtared in good faith 

in acaordanoe with thim 8ottlamsnt Agresmant'. 

10. Nolin ohall nor mako application to the Public Barvice 

Cornmiamion f o r  a general rdjuatmmnt OF i t a  ratam for a period of 

one year from the day on which thm Public 8rrvioa Commimeion 
apprwam this Bsttlmsnt Agrsemont. 

4 



11. 'Nolin RGCC ahall withdraw It8 pending appliaation for 
rata adju8tment which ha8 been dockmted an Car. No. 95-009.  

12. In ita next applfartion for a grnmral adju8tment of 
rotam, Nolin RBCC shall submit with ita application a new 
dapreciation mtudy, Nolln RECC shall rmtain additional data at 

plant account lave1 on it. utility plant for u m  in that otudy. 
Nolin RECC rrcognirrm and acknowledges ite obligation 13. 

to Opmrate I t o  8yatrrn 8 t  thm lowant poooible coat ooneistont with 

thm furni8hing of adequate, efficient, and rrrronabls aleatric 

OerVice. 

nncsnrary to oomply with thi8 obligation. 

Nalin RECC agree8 t o  taka all rearnonabla stepm 

14. Nolin RECC may apply to tho Public SmNicm Commiaeion 

Cor reliaf from ita aforamantioned obligations to retire capital 

cradits when, dum to ciraumotanome beyond Nolin RECC's control, 

the Rural Eloctriflcation Adminiatration or th8 National Rural 

Utilithm Cooporativa Finrnae Corporation has muepended or 

disaontinued advancing 10.11 fundm to Nolin RECC, 
15. Nolin RECC will proaeed with all diligmnt mpmed to 

obtain a11 requimite approvalm from it8 creditors and othmr 

pereono nsaeenary to implamant the proviaionm of this Settlement 

Agrmamrnt. 

16, Thio Sattlement Agrammrnt io aubjsqt to the acc8p"enca 

of and approval by tho Public Service Commierion. 

17, If the Public Service Cornmisoion failr to aacspt: and 
approve thi8 Sattlamsnt Agramment in ita entirmty, this 

procosding aha l l  go forward and neichmr the farms of this 

5 



SettAamant Agrsol,,,nt nor any matter8 Pairad during rattlamant 

nsyotiations aha11 La bindinq on eithar rivnatory. 

IO, If tha Publio Barvioa Cornmiomion aoaapt8 and adopt8 

thiw sbttlrmont Agroomanc in ito antirrty and antmre an order i n  
khie pseaoading to that rffaat, Nolin RBCC aha11 not ~ p p l y  for 
rehasring in th in  prooaadinw nor bring an ration for ravirw o f  

that order. 
19, Nothing oontainad in thia Agraamant rhall prevent Nolin 

RECC frem doveloping and prasrnting a naw oquity managemant plan 

to tha Publio B r r r i o a  Commiraion for ito raviaw .nd approval. 

Tho rignrtorier zaaogniae, howavar, that auoh plan w i l l  not 
rCfsat tha ratam artablirhad by thim Agreemant and that m y  

ohango8 in Nolin RBCC'r ratma raquirad by such aquity managrmant 

plan can only ba obtrinad througlh a genaral rata adjuotmant 

procoading, 

20. Until Nolin RECC praranta a naw equity rrunagamsnt pl'on 

tta the Publio 8arviae Commiscion for ita reviaw and approval, 
Nolin RECC uhall  aontinua to follow tha termr of  tha equity 

managamant plan which it anaatod to comply with tha terms of the 

Octobar 11, 1990 Bettlamont Agrocmant in C a m  No, 90-064.  

21. w o n  i t s  approval by tha Public Bsrvioa Commireion, 
thin Qsttlrmant bgraemant rhall rupclrorda and raplaoa thm Ootobrr 
11, lB9O Bactlament Agraament in Cam NO. 80-061. 

2 2 ,  Nothing aontainrd in t h i r  Bottl8mmt Agreomrnt rrlirvar 
Nalin RECC of any obligrtionm undar tha Oatober It, 1990 

Batt lamant  Aggraamant whioh a r i r a  baforr tha apprwal of  this 

6 



aattlaamont Agreammt by the Public Serviar c~mmi8don. 
1 3 ,  Nothing contained in thi8 agrmomant 8hnll  bm cnnrtrued 

a0 ondoreing NOlin RECt 'B  8pQliCrtiOll i n  CaIO NQ. 91-357 Qr 
xacolving any iamues ralated to that proeseding. 

may not be prementsd aa svidenam i n  that pracs8ding. 

AQRSED To AYI 

NOSrIN RURAL ELECTRIC COOPBRATIVE CORPORATION 

'Phi8 agrremont 
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